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Reporting requirements for 
Vehicle Mechanical Breakdcvn Insurers 

I t  h a s  come t o  my a t t e n t i o n  t h a t  some v e h i c l e  mechan ica l  
breakdown insurers a r e  e i t h e r  n o t  a d e q u a t e l y  r e s e r v i n g  as r e q u i r e d  
by law, o r  a r e  not r e p o r t i n g  p r o p e r l y .  

P u r s u a n t  t o  LRS 2 2 :  1805 and S e c t i o n  7 ( A )  of Rule No. 6 of  t h e  
Department o f  I n s u r a n c e ,  e a c h  m e c h a n i c a l  breakdown i n s u r e r  
o p e r a t i n g  i n  t h i s  s t a t e  s h a l l  s u b m i t  t o  t i e  Commissioner a n  a n n u a l  
r e p o r t  which c l e a r l y  s t a t e s  t h e  method b e i n g  u s e d  t o  reserve f o r  
f u t u r e  l o s s e s  a n d  the amount i n  t h e  r e s e r v e  f o r  f u t u r e  l o s s e s .  
S e c t i o n  6 ( A )  of Rule No. 6 sets f o r t h  t h e  r e q u i r e m e n t s  f o r  
m a i n t a i n i n g  r e s e r v e s ,  a s  f o l l o w s :  

"1. The r e s e r v e  t o  be  m a i n t a i n e d  on p o l i c i e s  i s s u e d  
c o v e r i n g  new v e h i c l e s  s h a l l  be one which g e n e r a t e s  a n  
unearned premium r e s e r v e  of not less t h a n  the  unearned 
premium r e s e r v e  which is g e n e r a t e d -  by a p p l y i n g  t h e  
r e v e r s e  sum of t h e  d i g i t s  c e r n i n g s  method t o  each p o l i c y  
issued c o v e r i n g  a new v e h i c l e .  

2 .  The r e s e r v a  t o  be m a i n t a i n e d  on  p o l i c i e s  i s s u e d  on 
used v e h i c l e s  s h a l l  be a r e s e r v e  o f  not less than t h e  
unearned  premium r e s e r v e  which  is g e n e r a t e d  when the 
" s t r a i g h t  l i n e U  or pro-rated e a r n i n g s  method is a p p l i e d  
t o  e a c h  p o l i c y  issued on a u s e d  v e h i c l e . "  

Where a v e h i c l e  mechanica l  breakdown i n s u r e r  cedes  a p o r t i o n  
o r  a l l  of  its unearned  premium l i a b i l i t y  t o  a  r e i n s u r e r ,  t h e  c e d e n t  
s h a l l  m a i n t a i n  t h e  e n t i r e  unearned  premium l i a b i l i t y  on i ts  books 
b u t  s h a l l  be a l l o w e d  t o  p o s t  a s  an asset  any r e c o v e r a b l e  d u e  from 
t h e  r e i n s u r e r ,  

H e r e a f t e r ,  a l l  a u d i t e d  f i n a n c i a l  r e p o r t s  s h a l l  be due on or  
b e f o r e  March 15 of each yea r  p u r s u a n t  t o  LRS 22:1805 and S e c t i o n  8 
o f  Rule N o .  6 .  




